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AMERICAN  FINANCE. 

A Report  from  the  Finance  Department,  by  Professor  "W.  G.  Sumner. 

Read  Thursday  Evening,  May  21,  1874. 

At  no  time  during  the  existence  of  this  Association  have  the  ques- 
tions which  it  is  the  peculiar  province  of  the  Financial  Department 
to  investigate  occupied  so  large  a share  of  the  public  attention,  or 
possessed  such  great  practical  importance,  as  they  do  to-day.  Their 
importance  is  attested  by  the  fact  that  the  industry  of  the  country 
has  been  more  or  less  arrested  for  eight  months,  ‘W'aiting  for  their 
solution.  The  public  interest  in  them  is  shown  by  the  multitude  of 
pamphlets,  books,  and  articles  treating  them  in  one  way  or  another. 
This  activity  of  interest  in  the  investigation  of  financial  questions  is 
in  itself  a cause  of  great  rejoicing  to  the  Association.  We  have  been 
obliged  to  pursue  these  subjects  without  the  incentive  of  public  in- 
terest, and  we  have  lacked  the  encouragement  of  general  attention. 
Our  occupations  were  pursued  by  a few,  in  obscurity  and  neglect. 
Our  results  were  received  with  indifference  or  ridicule.  The  blow 
having  fallen,  however,  and  being  recognized  as  only  the  first  blow  of 
a series,  it  is  now  perceived  that  whatever  may  be  the  pet  doctrines 
of  one  or  another,  the  questions  at  issue  imperatively  demand  a clear, 
definite,  and  final  solution. 

The  public  discussion,  indeed,  does  not  as  yet  promise  much  in  the 
w’ay  of  such  a solution.  Views,  opinions,  doctrines,  and  schemes  of 
the  utmost  diversity  and  of  the  most  contradictory  nature,  are  before 
the  public.  There  is  as  yet  no  discussion  in  the  proper  sense  of  the 
word.  There  are  no  common  grounds  in  fundamental  doctrine.  The 
premises  themselves  are  disputed  more  tenaciously  than  the  inferences. 
There  is  no  agreement  as  to  the  methods  of  investigation,  the  nature 
or  the  weight  of  the  pertinent  arguments,  the  sources  to  wdiich  we 
must  look  for  light.  It  follows  of  necessity  that  the  results  are  diverse 
to  the  last  degree.  Instead  of  an  orderly  discussion  we  have,  therefore, 
something  more  like  the  outcry  of  a mob,  each  shouting  for  himself 
and  no  one  listening  to  another.  In  one  point  of  view  this  is  dis- 
couraging enough  ; but  we  cannot  forget  that  out  of  this  turmoil  the 
popular  education  must  come.  It  has  been  sometimes  said  that 
Democracy  was  on  trial  during  the  war;  but  Democracy  is  going 
through  a trial  now  far  more  severe  and  searching  than  any  that  comes 


4 MIERICAN  FINANCE. 

under  the  enthusiasm  and  passion  of  war.  To  educate  millions  of 
vote  s to  sufficient  knowledge  of  a technical  and  scientific  subject,  in- 
volv  ng  self-denial,  firmness,  and  perseverance,  in  the  presence  of  dull 
and  passionless  peace,  and  for  a good  which  is  not  immediate  but 
remi  >te,  involves  the  severest  test  to  which  popular  institutions  have 
ever  been  put,  one  which  hitherto  they  have  never  endured.  By  this 
time,  however,  it  must  be  evident  that  this  is  what  we  have  got  to  do. 
The  wish,  real  or  supposed,  of  a numerical  majority  of  the  population, 
gov€  rns  legislation,  and  governs  the  outcome  of  this  matter.  A legisla- 
ture strong  in  the  comprehension  of  sound  principles,  bold  in  the 
asse  tion  of  them,  ready  to  stake  individual  interests  for  the  public 
gooc , might  no  doubt  lead  and  remould  public  opinion ; but  we  all 
kno'  f that  we  have  not  got  this,  and  that  we  cannot  get  it  until  we 
worl . lower  down  on  the  creative  power  which  makes  legislatures.  In 
this  point  of  view  the  popular  agitation  and  discussion,  unmethodical 
as  i . is,  and  little  adapted  to  satisfy  a scientific  thinker,  is  a great 
gooc , for  it  is  carrying  on  a work  of  education  to  which  we  must  look 
in  tl  e last  resort  for  the  desired  result. 

Ir  criticising  the  discussion  of  this  subject  as  thus  far  carried  on, 
it  is  possible  to  make  one  summary  and  conclusive  distinction.  The 
opin  ons  and  doctrines  advocated  fall  into  two  classes  according  to  the 
stau'  1-point  of  the  disputants.  There  are  some  who  regard  the  ques- 
tions as  liable  to  numerous  answers,  and  the  problems  as  solvable  in 
a m mber  of  arbitrary  ways,  and  there  are  others  who  regard  the 
ques  tions  as  scientific  in  their  character,  and  who,  therefore,  can  look 
upoi  only  one  solution  of  the  problem  as  correct,  viz.,  that  one  which 
is  in  accordance  with  natural  laws. 

T le  distinction  here  marked  is  familiar  to  us  in  every  department 
of  h aman  interest.  So  long  as  we  look  to  an  empirical  solution  of  the 
prol  lems  which  perplex  us,  so  long  do  they  admit  of  diverse  and  con- 
trad  ctory  solutions,  and  so  long  do  men  wrangle  and  dispute  about 
ther  1 without  result.  It  is  only  when  the  sources  and  criteria  of  truth 
are  ‘ecognized,  and  when  the  scientific  method  of  analysis,  comparison, 
indt  ction,  and  generalization  is  applied,  that  we  begin  to  advance  with 
firm  step,  united  purpose,  mutual  support,  and  unquestionable  progress. 
The  social  sciences  seem  to  be  the  field  upon  which  this  fact  is  to  be 
reco  jnized  last  of  all.  The  phenomena  are  here  patent  to  all.  "WTio 
shal . tell  the  man  who  has  bought  and  sold  all  his  life,  that  the  facts 
of  1 is  experience  bear  a correct  interpretation  totally  opposite  to  that 
whi(  h he  has  reached  ? Who  shall  convince  a man  of  humanitarian 
sym  lathies  that  the  measures  which  he  has  employed,  because  at  first 
blus  1 they  seemed  to  him  adapted  to  cure  the  evil  he  sees,  will  really 
defe  it  it,  or  only  lead  to  still  worse  evils  ? Who  shall  stop  a passionate 
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man,  at  the  moment  of  resorting  to  violence,  to  enforce  cool  measures 
and  long  and  patient  means  ? The  facts  are  open  to  all  eyes.  The 
means  to  the  end  seem  patent  to  everybody.  That  these  social  and 
economic  circumstances  are  subject  to  universal  natural  laws  which 
we  cannot  alter,  seems  to  be  a strange  doctrine  which  people  are  slow 
to  understand.  That  there  is  anything  here  to  be  wrought  out  by 
study  and  investigation,  or  by  scientific  process,  is  not  popularly  be- 
lieved or  understood.  Those  who  so  assert  are  easily  dismissed  as 
theorists.  Those,  then,  who  do  not  look  upon  the  problem  as  governed 
by  any  natural,  universal,  and  inevitable  laws,  set  to  work  to  invent 
some  plan  for  convertible  bond  redemption,  or  for  mixing  up  bonds, 
greenbacks,  and  bank  notes  in  some  new  way,  and  believe  that  they 
have  solved  the  problem.  The  greatest  financier  on  this  theory  is  the 
man  who,  in  the  freest  contempt  for  human  nature,  history,  and  statis- 
tical facts,  invents  an  d priori  theory,  on  which  he  is  willing  to  stake 
the  finances  of  a great  nation,  with  all  the  vast  physical  and  moral 
interests  which  the  finances  affect.  If  these  men  had  to  manage  a 
locomotive  they  would  find  out  the  laws  of  construction  of  the  machine, 
and  would  conform  to  them.  They  would  not  expect  to  make  it  go 
ty  ringing  the  bell,  although  the  bell  is  always  rung  when  it  starts, 
and  they  would  not  believe  that  they  improved  its  working  qualities 
by  making  it  more  complicated.  If  they  saw  some  boys  at  play  under 
a dam  which  they  were  weakening  by  their  operations,  they  would  in- 
terfere, because  they  would  say  that  ignorance  was  brino-ino-  down  loss 
of  life  and  ruin  of  property ; but  they  lay  hands  on  the  widest  and 
most  delicate  interest  of  forty  millions  of  people  without  a compunction. 
On  the  other  hand,  those  who  believe  that  there  are  financial  laws 
which  are  as  imperative  as  the  laws  of  mechanics,  must  consider  it 
their  chief  business  to  find  out  what  these  laws  are,  and  when  these 
laws  are  found  they  have  just  the  same  authority  as  any  other  laws 
which  govern  our  existence  in  this  world.  We  must  obey  them,  and 
we  can  only  hope  for  physical  prosperity  by  obeying  them,  just  as  we 
attain  health  only  by  obeying  the  laws  of  health.  In  this  view  of  the 
matter,  history,  — which  is  nothing  but  a record  of  the  operations  of 
human  nature,  and  of  the  experience  of  men  under  the  conditions  of 
human  life,  together  with  statistical  information,  constitute  our  chief 
means  of  solving  financial  problems.  The  field  of  our  skill  lies  in 
interpreting  and  generalizing  laws  from  the  facts  before  us,  and  not 
in  inventing  schemes  which  take  no  account  of  facts. 

We  cannot  doubt,  then,  that  this  is  the  real  issue  upon  which  it  is 
most  important  that  a correct  conviction  should  now  be  reached,  whether 
our  case  is  to  be  cured  by  empirical  means,  by  trying  one  experiment 
or  another,  or  whether  we  must  simply  find  out  the  laws  which  we 


I 


b AMERICAN  FINANCE. 

oug  it  to  obey  and  obey  them.  As  for  a compromise,  there  is  no  more 
posf  ibility  of  a compromi.se  here  than  on  any  other  scientific  question. 
We  might  as  well  try  to  compromise  between  evolution  and  special 
cre£  tion. 

Ii  looking  at  the  actual  condition  of  the  country,  it  will  not  be  ex- 
pect jd  that  this  report  shall  enter  largely  into  facts.  In  its  general 
feat!  res  it  is  known  to  all,  and  its  character  is  such  as  to  give  the 
grav  2st  anxiety  to  those  whose  aim  it  is  to  develop  the  methods  and 
cone  itions  of  national  prosperity.  In  view  of  the  phenomena  of  similar 
peri'  »ds  at  home  and  abroad  the  causes  may  be  easily  determined. 
The  J lie  in  those  errors  against  which  this  Association  has  been  com- 
pelk  d to  protest  from  year  to  year,  and  which  many  of  us  are  bound 
to  ct  mbat  on  all  proper  occasions.  History  furnishes  us  hundreds  of 
illus  rations  of  every  evil  to  which  a disordered  currency  gives  rise. 
The  decline  of  national  and  mercantile  credit,  the  deterioration  of  pub- 
lic n orals,  the  contempt  for  patient  industry  as  compared  with  smartness, 
the  increase  of  the  class  of  “ middle  men,”  the  love  of  meretricious  dis- 
play are  old  and  familiar  features  in  every  period  of  fictitious  and  in- 
flate i currency.  The  money  people  use  educates  them  as  much  as  all 
the  julpits,  schools,  and  newspapers.  Its  influence  is  the  more  deep’ 
beca  -ise  it  is  more  insidious  and  unobserved.  These  are  its  moral  and 
soch  1 effects,  which  to  this  Association  must  always  be  of  the  hi^fhest 

• * O 

importance;  but  its  financial  effects  are  no  less  disastrous.  It  belongs 
to  th  3 operation  of  the  system  that  there  shoultl  be  sudden,  inexplicable 
crise  >,  erratic  developments,  heats  and  chills  in  the  financial  history  of 
the  ( ountry.  We  can  expect  nothing  but  a series  of  them  so  long  as 
the  system  lasts.  Primarily  it  must  press  most  severely  on  the  inno- 
cent and  helpless,  but  it  promises  no  security  to  those  who  fur  a time 

profi , by  it  most.  A community  in  which  one  half  preys  upon  the 
othei , cannot  prosper. 

This  brings  me  also  to  speak  of  one  of  the  wider  social  aspects 
of  t lis  subject  which  demands  especially  the  attention  of  our 
Association,  and  that  is,  its  bearing  upon  the  socialistic  doctrines 
which  have,  during  the  last  ten  years,  acquired  more  and  more 
defii  ite  expression  amongst  us,  and  which  I think  every  careful 
obse  ver  must  believe  to  be  gaining  strength.  Especially  in  a period 
of  in  lustrial  stagnation,  and  at  a time  when  the  expansion  of  credit  has 
drav  n a great  majority  of  the  population  into  the  debtor  relation,  such 
docti  ines  gain  power.  It  is  true  that  socialistic  doctrines  do  not  take 
on  tlie  same  form  here  as  in  the  nations  of  the  European  continent. 
Red  republicanism  cannot  flourish  in  a republic.  A distribution  of 
propi  ;rty  will  not  find  supporters  in  a country  where  property  is  widely 
distri  buted.  But  it  belongs  to  our  science  to  recognize  principles  under 
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their  various  manifestations,  wdiich  vary  with  time  and  place.  A dis- 
tribution of  property  is  not  a practicable  thing.  It  has  often  been 
urged  that  if  an  equal  distribution  were  made  the  equality  would  not 
remain  for  an  hour;  but  it  is  impossible  to  conceive  of  any  practical 
means  by  which  an  equal  division  could  be  accomplished. 

There  are  only  two  means  by  which  the  distribution  of  property  can 
be  regulated  otherwise  than  by  the  laws  of  value  and  exchange,  and 
those  are  gift  and  robbery.  Leaving  gift  aside  as  narrow  in  its  range, 
personal  in  its  operation,  and  unimportant  in  the  scientific  point  of  view, 
robbery  is  a form  of  transfer  which  it  is  the  province  of  regulated  soci- 
ety to  reduce  to  a minimum.  There  remains  only  one  form  of  it  yet  in 
legal  operation  in  some  civilized  states,  and  that  is  legal-tender  paper 
money.  This  is  an  engine  by  which  the  aims  of  socialism  may  be  ac- 
complished under  the  forms  of  law  and  to  a more  complete  degree  than 
by  any  other  means  yet  devised.  There  seems  great  reason  to  fear 
that  its  power  in  this  direction  is  becoming  better  appreciated,  and  that 
it  may  be  advocated  distinctly  on  account  of  its  effect  in  this  direction. 
The  opposition  of  those  who  resist  it  on  this  account  is  often  summarily 
disposed  of  as  selfishness,  the  hard-heartedness  of  creditors,  the  “ money 
power,”  the  oppression  of  capital,  etc.,  but  it  is  a very  much  simpler 
thing  than  any  of  them.  It  is  nothing  but  the  vulgar  disinclination  of 
the  man  who  has  earned  something  to  having  it  taken  away  from  him. 
The  student  of  political  economy  and  social  science  takes  a wider  view 
of  the  matter  and  insists  that  such  a policy  must  bring  ruin  on  the  com- 
munity. If  this  policy  prevails  here  it  will  arrest  the  industrial  devel- 
opment of  the  country  for  a quarter  of  a century,  as  it  is  certain  that 
the  same  policy  adopted  on  this  continent  in  the  last  century  places  us 
now  far  behind  where  we  ought  to  be.  If  the  people  of  this  country 
divide  upon  this  issue  by  classes,  those  who  have  against  those  who 
have  not,  it  will  precipitate  a social  war,  and  if  they  divide  upon  it  by 
geographical  divisions,  it  will  bring  results  to  the  political  system  of  the 
country  which  will  be  disastrous. 

It  is  not  necessary  to  assume  that  any  such  future  lies  before  us.  It 
is  simply  suggested  here  because  it  is  only  in  view  of  the  interests  at 
stake  that  we  can  appreciate  the  task  which  weighs  upon  those  in  whose 
professional  duty  it  lies  to  educate  public  opinion  on  these  matters. 
Ihere  is  a fund  of  good  sense  and  right  intention  on  which  we  can  rely 

and  to  which  we  must  appeal.  If  we  once  despair  of  this  the  future  is 
hopeless  enough. 

It  belongs  also  to  this  report  to  call  the  attention  of  the  Association 
to  the  economic  laws  which  underlie  a great  variety  of  other  practical 
questions,  and  questions  of  detail  which  now  occupy  public  attention, 
such  as  the  custom-house  moiety  system,  cheap  transportation,  and 
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reve  lue  contracts.  These  are  only  symptoms  of  a diseased  financial 
and  industrial  system ; it  is  not  to  be  expected  that  they  will  be  recog- 
nizei  I as  such  at  once  by  popular  opinion,  and  we  must  expect  that  time 
and  labor  and  agitation  will  be  spent  in  trying  to  cure  the  symptoms 
inste  ad  of  searching  out  the  causes  of  the  disease  and  applying  remedies 
to  tl  ese. 

A 1 bad  social  regulations  act  and  react  upon  each  other  and  multi- 
ply < ach  -other’s  evil  effects.  The  revenue  system  and  the  currency 
are  I hus  intertwined.  The  system  under  which  we  have  been  living 
for  t velve  years,  and  which  we  have  tested  by  applying  it  with  logi* 
cal  i.nd  unflinching  thoroughness,  has  developed  its  inevitable  re- 
sults We  have  an  artificial  and  unhealthy  condition  of  all  the  great 
inter  jsts  of  the  country,  both  in  their  special  economy  and  in  their  rela- 
tions to  each  other.  We  look  in  vain  for  that  one,  or  that  group,  which 
has  ^ ained  by  the  system.  Each,  when  charged  with  gaining  the  bene- 
fits, i s able  to  make  out  a case  for  itself  by  proving  its  distress.  No 
doub ; they  all  tell  the  truth.  No  one  has  gained.  The  system  has 
issue  I in  pure  waste.  It  is  much  to  be  regretted  that  we  have  not  the 
infor  nation  which  would  have  been  obtained  in  regard  to  the  actual 
circu  nstances  of  all  this  if  the  former  careful  and  scientific  investiga- 
tions of  the  Commissioner  of  Internal  Revenue  had  been  kept  up.  It 
wouM  seem,  however,  that  even  the  most  inveterate  bigotry  and  preju- 
dice nust  at  last  give  way  to  experience  and  the  clear  teaching  of  facts. 
The  lotion  that  taxation  is  an  engine  of  production,  or  that  government 
can  £ ive  what  it  does  not  take,  has  indeed  the  sanction  of  tradition  — 
a sac  red  tradition,  I may  say,  since  few  examine  it,  and  any  one  who 
attac  ;s  it  is  met  with  denunciation  and  suspicion  ; but  there  is  room  to 
hope  that  the  agitation  produced  at  last  amongst  the  chief  victims  may 
issue  in  a downfall  of  this  tradition. 

Tie  argument  that  we  have  immense  resources  and  facilities  for 
ever}  form  of  production,  surpassing  those  of  every  other  nation,  and 
3,00(  miles’  transportation  in  favor  of  home  products,  and,  therefore, 
that  ve  ought  to  pay  more  for  everything  — that  is,  it  ought  to  cost  us 
more  labor  to  get  everything — will  ruin  itself  at  last.  The  notion 
that  t is  the  business  of  government  to  make  artisans  earn  high  wages 
— if  it  were  true  that  the  Government  does  this,  which  it  does  not  — 
will  1 >e  abandoned  when  the  results  of  the  socialism  it  nourishes  come 
to  be  experienced.  In  the  circumstances  of  this  country,  the  agricul- 
tural interest  is  the  one  upon  which  any  economic  error  must  finally 
fall  w ith  a pressure  increased  by  transmission  through  the  other  social 
divisiins.  It  is  not  to  be  denied  that  the  agricultural  interest  of  the 
count  ry  is  at  the  present  time  crushed  by  such  a burden  of  the  conse- 
quen<  es  of  economic  error.  The  bonus  given  to  the  creation  of  unnat- 
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ural  and  artificial  forms  of  industry  is  taken  from  the  natural  and  legiti- 
mate sources  of  our  national  wealth.  It  cannot  be  obtained  anywhere 
else.  It  cannot  be  denied  that  cost  of  transportation  is  the  chief  form 
in  which  the  effects  of  the  protective  system  come  home  to  the  agricul- 
turist. The  West  has  been  settled  by  men  without  capital,  who  have 
bought  land  on  long  credits,  looking  to  the  gains  of  coming  years  of  in- 
dustry to  become  owners  instead  of  occupiers.  A system  of  wasteful 
taxation  comes  in  to  rob  them  of  the  gains  which  their  industry  has 
fairly  earned,  to  frustrate  their  hopes,  and  to  snatch  from  their  hands 
the  object  for  which  they  have  struggled.  Their  discontent  has  suffi- 
cient foundation,  but  its  cure  is  to  be  sought  in  returning  to  correct  the 
economic  errors  which  are  the  cause.  It  cannot  be  cured  by  rushing 
on  to  still  more  reckless  financiering,  or  by  starting  the  General  Govern- 
ment on  a new  career  of  taxation  and  debt  for  the  purpose  of  building 
railroads  and  canals. 

In  the  country  at  large,  this  system  has  educated  people  into  some 
peculiar  doctrines  of  political  economy  which  do  not  lie  in  the  protec- 
tive system  but  flow  legitimately  from  it.  The  most  generally  received 
notion  in  political  economy  now  seems  to  be  that  the  key  to  successful 
production  consists  in  knowing  how  to  limit  it.  The  market  is  con- 
trolled by  combinations  of  all  the  great  interests,  one  of  whose  chief 
objects  is  to  control  and  limit  the  production  of  the  article  this  interest 
supplies.  The  old  notion  that  it  was  the  business  of  government  to 
“ make  work  ” has  been  scourged  to  death ; but  we  have  now  a new 
one,  according  to  which  it  is  not  the  object  of  men  in  production  to 
make  all  they  can  and  trouble  themselves  no  further,  but  they  live  in 
fear  and  anxiety  lest  they  create  too  much  wealth.  It  is  not  strange 
that  labor  also  has  now  taken  up  this  notion*  and  applied  it  to  its  own 
case.  Instead  of  believing  that  a man  ought  to  spend  his  time  indus- 
triously, and  that  the  more  he  works  the  more  he  will  have,  the  labor 
market  is  distracted  by  efforts  to  lessen  the  hours  of  labor ; that  is, 
once  more,  to  lessen  production  and  earn  Avithout  working.  If  any 
man  can  get  all  the  good  things  he  wants  by  working  only  eight  hours 
a day,  let  him  so  limit  his  labor  and  be  happy,  — he  ought  to  be,  for  he 
certainly  is  an  exceptionally  fortunate  man. 

Another  fashion  of  looking  at  things,  if  I may  so  call  it,  seems  to  be 
born  of  the  interference  system.  People  speak  of  the  existence  of 
materials,  or  of  the  means  of  producing  certain  things  in  certain  places, 
and  infer  at  once  that  it  must  be  profitable  to  produce  that  thing  there. 
This  applies  at  present  especially  to  the  South.  There  is  the  cotton 
and  there  is  the  water  power.  Why,  it  is  asked,  carry  the  cotton  to  the 
North,  to  the  banks  of  the  Merrimac,  and  then  carry  the  product  back 
again  ? and  it  is  inferred  that  manufactures  ought  to  be  introduced  into 
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the  So  ith.  Likewise  homilies  are  addressed  to  the  South  ur<rin£r  the 
production  of  food,  in  order  to  be  independent  of  the  West,  and  the 
exclus  ve  production  of  rice,  cotton,  and  tobacco  is  discouraged.  But 
these  ioctrines  do  not  touch  at  all  upon  the  la\v  which  governs  the 
choice  of  the  form  of  production  to  be  undertaken  in  any  locality.  The 
form  c f production  pursued  at  any  given  place  will  be  that  one  which 
at  that  place  gives  the  best  return  to  labor  and  capital,  and  if  all  the 
labor  i .nd  capital  in  South  Carolina  can  be  applied  to  cotton  without, 
by  cor  ipetition,  reducing  the  profits  below  what  the  profits  of  the  next 
most  2 dvantageous  production  there  would  be,  then  nothing  but  cotton 
will  be  produced  there,  and  nothing  else  ought  to  be.  Homilies  to  the 
contra  y might  as  well  be  addressed  to  the  wind.  This  law  has  led 
Bombi.y,  for  instance,  to  go  into  the  culture  of  cotton  so  exclusively  as 
to  briu  g about  two  famines  in  six  years,  the  communication  with  the  rice 
distric  s being  imperfect  and  uncertain.  I have  seen  this  quoted  to 
prove  heir  folly,  and  to  show  that  they  ought  to  have  raised  some  food  ; 
but  wl  0 should  be  the  man  to  desist  from  the  more  profitable  industry 
and  ra  se  food  for  the  common  good  ? Each  man  looks  to  his  neigh- 
bor an  :1  no  one  does  it.  The  only  true  inference  is  that  they  ought  to 
have  i nproved  their  means  of  communication ; that  is,  they  ought  to 
have  f one  on  in  the  path  of  industrial  and  commercial  progress,  not 
away  1 'om  it. 

I ha  v’e  thought  it  proper  to  call  attention  to  these  tw’O  false  notions, 
wide-s  )read  as  they  are,  and  arising,  as  I believe,  directly  and  logically 
from  tie  axioms  of  the  pernicious  interference  sy.stem,  because  one 
bears  m the  labor  question  and  the  other  on  the  state  of  the  South, 
two  gr  ;at  factors,  as  every  one  must  admit,  in  the  present  financial  and 
indust  ial  status.  Scarcely  anything  which  a man  or  a body  of  men  is 
called  upon  to  do  requires  more  balance  of  mind  and  intelligence  than 
to  pen  eive  mistakes.  Our  misfortunes  come  from  our  mistakes.  The 
war  le  t behind  it  a heavy  load  of  unsettled  questions,  difficult  problems, 
and  ni  istaken  notions,  and  I must  add,  also,  some  disordered  enthusi- 
asms !.nd  deeply-rooted  prejudices.  We  have  got  to  deal  with  these 
now,  with  no  passion,  or  pride,  or  enthusiasm,  or  common  impulse  of  any 
kind  t(  > help  us  through.  The  protective  system  was  taken  up  again 
after  f fteen  years’  neglect,  under  the  necessity  for  revenue,  and  applied 
blindlj  and  ignorantly,  so  that  it  has  crushed  agriculture,  destroyed 
shippii  g,  crippled  manufactures,  restricted  production,  and  lessened 
the  ac(  umulation  of  capital.  It  diminished  the  revenue  during  the  war 
far  bel  )w  what  the  same  sacrifices  on  the  part  of  the  public  ought  to 
have  p -oduced.  It  has  grievously  hindered  our  recuj)eration  since,  and 
it  has  ]iroduced  political  and  mercantile  scandals  which  make  us  blush 
for  our  national  reputation.  The  Legal-tender  Act  was  passed  in  a 
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moment  of  bewilderment  and  folly,  and  it  has  delivered  us  over  to  the 

\ \ r m an  irredeemable  currency,  as  well  as 

to  all  the  fallacies  and  delusions  which  such  a currency  always  culti- 
vates. If,  then,  calamity  falls  upon  us,  w^e  cannot  look  for  the  causes 
elsewhere  than  in  these  mistakes,  and  it  behooves  us  to  set  zealously  to 
work  to  correct  them.  The  task  is  a tiresome  one  for  us  who  would 
gladly  take  social  science  as  it  stands  to-day,  taking  the  w'orld  over, 
and  apply  its  principles  to  our  circumstances  and  pursue  investigations 
t vet  I'emains  to  be  learned ; but  here  we  are  w'ith  this  practi- 
cal task  before  us,  and  the  most  useful  w'ork  we  can  do  is  to  demolish 
these  foolish  errors. 


After  the  reading  of  the  report,  the  chairman  called  upon  several 
gentlemen  present  to  take  part  in  the  discussion  of  the  questions  under 
consideration,  and  brief  remarks  were  made  by  Mr.  Chakltox  T. 
Lewis  and  others. 

Mr.  Lewis  said  he  would  confine  himself  to  one  remark  made  by 
Professor  Sumner,  whose  observations  called  attention  to  a work  which 
lay  not  merely  before  the  Association,  but  before  all  who  had  a con- 
ception of  the  crisis  through  which  we  were  passing.  That  work  was 
the  education  of  the  voters  of  the  nation  in  some  of  the  elements  of 
the  great  question  of  finance.  The  great  difficulty  of  that  question 
lay  in  the  fact  that  it  was  not  understood.  Professor  Sumner,  had  not 
argued  the  question  of  irredeemable  currency ; he  had  not  attempted 
to  show  that  the  legal-tender  act  was  unconstitutional,  for  obvious 
reasons.  Another  difficulty  was,  that  in  this  country  legislation  was 
not  adopted  as  a matter  of  scientific  truth,  but  as  an  expression  of  the 
political  opinion,  not  of  educated  men,  but  of  the  masses,  whose  opin- 
ions were  formed  under  the  most  indefinite  conceptions.  Was  it  pos- 
sible, he  asked,  that  the  voters  of  the  country  could  be  made  to  see 
that  their  prosperity  was  at  stake  ? He  believed  that  the  great  ques- 
tion of  importance  before  the  Association  was,  whether  it  was  not  pos- 
sible that  the  political  convictions  of  the  masses  might  not  be  brouoht 
in  accord  with  scientific  truth.  What  man  would  go  before  the  people 
of  the  United  States  and  instruct  them  on  this  financial  question,  and 
explain  to  them  the  effects  of  an  irredeemable  currency  and  its  train  of 
evils?  — a system  which  destroyed  the  morals  of  public  life,  and  in- 
jured the  prosperity  of  the  country  in  the  highest  sense. 

Mr.  David  A.  Wells.  There  is  so  much  to  be  said  on  this  subject 
that  I hardly  know  what  topics  to  take  up.  'But  as  I listened  to  Pro- 
fessor Sumner’s  admirable  paper,  it  occurred  to  me  that  I might  pos- 
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siblv  ]iut  in  a few  fiicts  to  fill  up  the  outline.  I think  if  we  would 
reasoi  correctly  on  the  situation  under  which  the  country  finds  itself 
to-da>,  that  we  must  go  back  as  far  as  the  year  1857,  and  follow  up  the 
coursi  of  history  since  that  time.  The  panic  of  1857  was  one  of  the 
most ! evere  that  has  ever  visited  any  country,  but  it  left  us  in  a healthy 
condition,  and  there  never  has  been  a time  in  the  history  of  the 
count  V,  when  we  grew  with  so  much  rapidity  as  we  did  from  1857  to 
the  bi  aaking  out  of  the  war.  People  worked  then  and  people  econo- 
mized ; there  was  more  money  saved  and  earned  at  that  time  than  we 
have  I een  within  almost  any  three  years  of  our  existence.  Then  the 
war  c ame,  bringing  with  it,  first  high  taxation,  mainly  in  the  form  of 
tariff  ates  and  taxes  on  manufactures.  Then  followed  the  legal-tender 
law  V ith  all  its  attendant  evils,  and  from  that  time  these  influences 
have  contributed  to  restrict  our  growth  and  development.  In  fact, 
there  is  no  subject  more  interesting,  no  investigation  more  important, 
than  1o  go  over  the  experience  of  those  years,  and  dig  out  one  by  one 
the  "leat  fiicts  that  show  in  what  way  bad  legislation  and  bad  finan- 
cierinj  have  operated  to  restrict  our  growth.  And  I have  one  striking 
fact  b 2fore  me,  and  one  to  which  I want  to  bring  your  attention  to- 
night. I think  in  the  whole  history  of  commerce  there  never  has  been 
anyth  ng  more  significant  than  the  Reciprocity  Treaty  with  Canada, 
ne<Tot  ated  in  1853-54.  Before  the  treaty,  the  aggregate  of  the  exports 
and  i nports  of  this  country  and  Canada,  or  the  aggregate  of  the  ex- 
changes  of  the  two  countries,  was  something  like  $20,000,000  per 
annul  i.  In  1853-54,  we  negotiated  and  put  in  operation  a treaty  of 
comnerce,  by  which  the  main  products  of  the  countries  were  ex- 
chan£  ed  between  the  two.  What  was  the  result  ? The  very  first  year 
the  t eaty  went  into  operation,  the  exchanges  of  the  country  went  up 
from  :wenty  millions  of  dollars  to  thirty  millions,  and  in  the  next  year 
they  ose  to  forty  millions,  and  they  went  on  rising,  until  the  last  year 
of  th ; treaty  (1865—66)  when  they  attained  the  maximum  of  $84,000,- 
000  j er  annum.  The  effect  of  annulling  this  treaty  was  that  the  ex- 
changes fell  down  from  something  like  $84,000,000  to  $57,000,000, 
and  :he  next  year  to  something  less,  and  then,  having  reached  the 
lowest  point,  we  began  to  climb  up  again. 

N(  w,  if  we  had  free  and  unrestrained  commerce  between  the  two 
coun  ries,  instead  of  selling  Canada,  as  we  sold  her  last  year,  only 
$32,(  00,000  worth  of  material,  we  should  have  sold  her  $47,000,000, 
and  ’ k ith  that  additional  $15,000,000  we  would  have  leavened  the  whole 
loaf  nf  our  industry.  Were  this  the  case,  how  many  manufactories  we 
woul  I have  in  operation  and  how  many  American-built  ships  would  we 
have  on  the  ocean  in  operation  to-day.  [Applause.]  Under  these  cir- 
cums  tances  we  should  not  have  to  regret  the  condition  to  which  we  have 
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fallen.  Through  the  defects  in  the  currency  of  the  country,  also,  its  full 
development  has  been  materially  prevented.  An  illustration  which 
siiggests  itself  to  my  mind  is  this.  Three  years  ago  I had  an  inter- 
view with  an  embassy  that  came  from  Japan,  and  some  fiicts  tliere  and 
then  presented  themselves.  I found  that  that  embassy,  composed  of 
some  of  the  chief  men  of  Japan,  came  to  this  country  with  the  kindest 
possible  sentiments  in  regard  to  the  United  States.  There  was  noth- 
ing which  they  were  not  willing  to  do  in  exchange  for  what  we  niiaht 

AAAnnT’  reported  a population  of  between  30,000,000  a*iid 

40,000,000  of  people,  passing  from  a state  of  oriental  civilization  to 
European  civilization,  and  sending  to  this  country  their  products  in 
exchange  for  what  this  country  is  able  to  give.  Japan  has  no  cotton 
of  any  consequence,  few  draft  animals,  few  horses,  and  verv  little 
material  for  carrying  on  the  manufacture  of  leather  goods."^  The 
Japanese  have  no  sheep,  and  no  material  for  the  manufacture  of  woolen 
pods,  and  yet  they  require  in  these  respects  sufficient  material  for  pro- 
ection  against  the  cold.  This  country  was  passing  into  a state  of 
mrpep  civilization,  and  required  leather  goods,  woolen  and  cotton 
goods,  the  things  which  of  all  others  the  United  States  was  speciallv 
adapted  to  produce,  because  the  bulk  of  the  work  of  this  countrv  is 
performed  by  machinery,  and  the  raw  material  we  are  particularly  fitted 
to  produce,  and  Japan  has  to  give  in  exchange  an  abundance  of  silk 
tea,  fibres,  gums,  and  the  material  for  the  manufacture  of  paper.  And 
yet  when  these  Japanese  came  over  here,  the  Yankees  of  the  East 
looking  at  the  value  of  a shilling,  they  found  out  very  soon,  as  it  were’ 
that  their  dollar  and  their  shilling  could  not  buy  them  as  much  in  this’ 
country  as  in  almost  any  other.  What  is  the  result  ? Why,  the  oreat 
trade  we  might  have  developed  in  connection  wdth  that  nation  of  thirty 
millions  people  — a population  almost  equal  to  our  own  — is  simply 
passing  by  us,  and  we  have  lost  the  control  of  the  Pacific.  I under- 
stand that  last  year  there  sailed  out  of  German  ports  twenty-nine  ves- 
sels having  on  board  such  of  their  products  as  were  to  be  consumed  in 
Japan.  Here  is  another  matter  to  be  considered  in  reference  to  our 
financial  difficulties.  A few  years  ago  a committee  was  appointed  by 
Congress  to  investigate  the  condition  of  American  shippina  on  the 
high  seas,  and  a friend  of  mine,  Mr.  Lynch,  of  Maine,  was  aUhe  head 
of  the  committee.  The  result  of  that  investigation  showed,  as  any 
man  who  understands  the  matter  can  prove,  that  before  the  year  1856 
lumber  came  over  from  Canada  free  of  duty  and  was  worked  up  by  us 
and  our  machinery  into  houses  and  the  like,  and  sent  all  over  the 
world.  After  1856,  twenty  per  cent,  duty  was  put  on,  and  our  people 
moved  their  capital  and  machinery  across  the  line,  or  the  Canadians 
took  up  the  business  where  we  dropped  it.  Business,  therefore,  passed 


J 


AMERICAN  FINANCE. 


into  he  hands  of  the  Canadians,  and  whereas  in  1866  no  vessels  built 
of  fo  :ei<rn  material  sailed  out  of  British  ports,  they  now  have  the  trade 
to  th  miselves  almost  exclusively.  In  conclusion,  Mr.  Wells  remarked 
that  all  that  was  now  necessary  was  for  the  people  to  understand  t le 
situation,  and  put  some  one  in  the  executive  management  of  the 
cour  try  who  understood  its  conditions  and  would  faithfully  attend  to 

its  interests.  j i 

T le  Chairman  said  that  while  he  was  unqualifiedly  in  accord  with 

the  general  sentiments  expressed  by  Ur.  Wells,  and  the  very  able 
papc  r of  Professor  Sumner,  there  yet  occurred  to  him  an  idea  or  two 
whit  h he  desired  to  express.  He  was  aware  that  he  was  speaking  from 
the  mpopular  side  of  the  subject,  because  he  was  brought  up  as  a pro- 
tect! onist  and  still  adhered  to  that  platform.  When,  therefore,  Profes- 
sor , Himner  imputed  to  the  spirit  of  protection  a disposition  to  limit 
the  loiirs  of  labor,  and  to  limit  the  quantity  of  production,  he  seemed 
to  b 3 following  the  old  maxim,  and  perpetuating  the  bad  name  of  the 
doer  Now,  where  did  the  idea  and  practice  of  restriction  originate  but 
in  tl  le  great  protective  country  of  the  world,  — in  England  ? Englan  , 
too  <ra\e  birth  to  the  limitation  of  the  hours  of  labor,  through  her 
trac  e"s-unions,  and  the  restriction  of  the  hours  of  labor  was  at  the  very 
boti  om  of  the  trades-unions  movement.  This  spirit  of  restnction,  both 
as  1 3 hours  of  labor  and  production,  was  foisted  upon  this  country  from 
Eui  ope,  and  is  not  indigenous  to  America.  But  after  all,  is  there  not 
a g eat  deal  of  philosophy  in  the  idea  ? Should  our  furnaces  be  run  to 
the  r full  capacity,  and  our  iron-masters  go  on  making  iron  without  any 
regard  to  whether  they  can  sell  it,  and  should  our  merchants  go  on 
im]  lorting  without  knowing  whether  there  is  likely  to  be  a demand  for 
the  ir  croods  ? As  he  understood  this  question  it  was  purely  one  of  sup- 
ph  and  demand.  The  remarks  of  Mr.  Wells  about  Canadian  reci- 
procity recalled  to  the  Chairman’s  mind  the  fact  that  Professor  Gold- 
wi  1 Smith,  who  had  spent  some  years  in  this  country  and  Canada,  had 
re(  ently  in  England  publicly  defended  the  principle  of  protection  from 
a I :anadian  point  of  view.  Now,  the  whole  world,  in  a sort  of  abstract 
wiy,  looked  upon  free  trade  as  the  ultimate  goal  to  be  attained  ; but  it 
may  be  doubted  whether  the  world  would  ever,  in  an  infinity  of  years, 
re  ich  that  goal.  It  was  not  to  be  doubted  that  the  interests  of  the 
va  rious  countries  of  the  world  are  widely  divergent,  and  the  world  is 
m t one  nation.  The  example  of  the  Zollverein  in  Germany  was  as 
re  markable  as  that  of  England,  and  it  was  beyond  question  that  Ger- 
m iny  had  within  the  past  few  years  reduced  the  cost  of  production  to 
SI  ch  a minimum  as  enabled  her  to  compete  with  England.  It  appeared. 
In  >wever,  that  Professor  Sumner  had  been  inclined  to  overlook  entirely 
tl:  e social  aspect  of  this  whole  topic  of  free  trade.  The  “ Economist 
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lately  presented  some  good  ideas  concerning  it,  in  which  that  journal 
said  the  popular  argument  that  sheep-farming  was  the  only  business 
which  Australia  should  develop  simply  because  she  could  produce  sheep 
cheaper  than  any  other  country,  was  a very  hard  suggestion  toward  the 
wel&re  and  prosperity  of  the  colonists.  Why.?  Because  the  Australian 
needs  development,  and  desires  it  as  deeply  as  does  any  other  man  of 
progress  ; and  a country  can  only  be  developed  by  the  development  of 

e manufacturing  as  well  as  the  productive  industries.  To  condemn 
Australia  to  a career  of  perpetual  sheep-farming,  and  to  that  exclu- 
sively, would  be  to  limit  her  growth  and  cripple  her  intellectual  ad- 
vancement. As  nations  at  peace  with  each  other  are  drawn  more 
closely  together  by  the  ties  of  commerce  and  industrial  enterprise,  all 
these  interests  which  are  now  discordant  may  be  blended  into  an  inter- 
national harmony.  ^ TTe  must  remember,  however,  that  that  time  has 
not  yet  come,  nor,  indeed,  does  it  appear  very  imminent. 

Mr.  Charles  Moran  said  that  the  financial  question  is,  IVhat  are 
the  instruments  of  exchange  that  we  have  ? It  is  customary  to  con- 
demn paper  money,  and  this  is  just  on  the  issue  of  Government  paper 
money,  which,  instead  of  adding  to  the  prosperity  of  the  country,  takes 
aM^y  from  it.  Government  money  must  be  put  at  the  bottom  of  the 
fist  of  all  money  ; and  bank  money,  which  is  the  very  best  that  ever  was 
imagined  or  that  man  has  ever  dreamed  of,  must  be  put  at  the  top. 
ihe  great  error  is  to  suppose  that  a certain  amount  of  currency  will 
always  be  exactly  the  proper  amount  needed.  Lord  Overstone  and 
bir  Robert  Peel  fell  into  this  error.  Sir  Robert  Peel  issued  £l  4,000  000  ■ 
no  more  was  to  be  issued  at  any  time,  and  it  was  then  supposed  that  a 
uniform  amount  of  money  was  wanted.  Have  the  exchanges  of  the 
wor  d ever  been  made  in  bullion  alone  ? To-day  coin  and  bmik  notes 
as  shown  by  Sir  John  Lubbock  in  England,  and  in  this  countrv  by  the 
Clearing-house,  only  represent  from  three  to  four  per  cent,  of  the  pav- 
ments  niade  and  the  remaining  ninety-six  to  ninety-seven  per  cent,  are 
London  and  New  York  in  commercial  paper.  What  would  be 
e difference  if  even  the  three  or  four  per  cent,  were  to  be  doubled  ’ 
Ihis  has  entirely  escaped  the  attention  of  the  economists.  Increased 
production  needs  an  increase  of  the  amount  of  exchange ; and  pro- 
duction increases  every  day.  ^ 

Mr.  Bradford  said  he  cordially  agreed  with  Professor  Sumner  in 
his  opinion  that  republicanism  was  now  on  its  trial,  and  that  on  this 
question  of  finance  the  fate  and  future  of  the  people  of  this  country 
were  involved.  He  sympathized  with  those  people  who.  as  one  of  tli'e 
results  of  the  war,  acquired  a new  faith  in  republicanism.  He  held 
however,  that  this  was  a very  different  matter,  and  was  to  be  settled  in 
a very  different  way.  When  the  rebels  were  at  Gettysburg,  was  there 
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any^  talk  of  educating  the  people  of  the  North  up  to  the  task  of  con- 
quering them?  No;  we  went  to  West  Point  and  tried  the  men  who 
w(  re  trained  there.  We  found  General  Grant  and  he  took  Vicksburg; 
fo  md  General  Meade  and  he  conquered  at  Gettysburg.  This  question 
of  finance  was  one  on  which  the  people  in  this  room  could  not  agree  5 
ar  d how,  therefore,  was  it  possible  that  the  people  of  the  United  States 
cc  uld  agree  about  it  ? If  they  would  settle  this  question,  they  should 
li£  ve  a man  who  would  take  the  reins  and  drive.  The  Secretary  of 
th  2 Treasury  had  no  power  to  make  laws,  and  the  men  who  made  them 
hj  d no  responsibility  for  their  effect.  Everything  that  was  now  done 
w;ls  the  result  of  a compromise.  How  was  the  system  to  be  carried  on 
in  this  way  ? Instead  of  pressure  coming  from  below,  it  should  come 
fr  >m  above.  It  was  personal  force  that  would  solve  the  difficulty,  and 
w len  they  had  a man  in  the  Treasury  that  would  be  able  to  act  there 
as  General  Grant  did  at  Vicksburg,  they  would  carry  him  over  Con- 
gi  ess,  and  it  was  thus  that  the  difficulty  would  be  solved. 

Mr.  Samuel  B.  Ruggles  made  a brief  address,  in  which  he  alluded 
to  the  variable  value  of  a dollar.  A dollar,  in  his  estimation,  should 
re  present  25.8  grains  of  gold,  but  it  now  only  represented  about  twenty- 
01  .e  or  twenty-two,  and  if  General  Butler  and  Mr.  Logan  had  their 
w ly  in  Congress  it  would  soon  be  not  worth  even  that  figure. 
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The  Aaierican  Social  Science  Association  was  organized  in  the 
fall  of  I860,  after  the  model  of  the  British  Association  for  the  Promo- 
tic  n of  Social  Science.  The  objects  of  the  Association  are  : — 

To  aid  tlie  development  of  Social  Science,  and  to  guide  the  public  mind 
to  the  best  practical  means  of  promoting  the  Amendment  of  Laws,  the 
Advancement  of  Education,  the  PreverRion  and  Repression  of  Crime,  the 
Kdformation  of  Criminals,  the  Furtherance  of  Public  Morality,  the  Adop- 
tic  n of  Sanitary  Regulations,  and  the  Diffusion  of  Sound  Principles  on 
Questions  of  Economy,  Trade,  and  Finance. 

To  bring  together  the  various  societies  and  individuals  now  interested 
in  these  objects,  for  the  purpose  of  obtaining,  by  discussion,  the  real  ele- 
mi  nts  of  Truth,  by  which  doubts  are  removed,  conflicting  opinions  har- 
nn  >nized,  and  a common  ground  afforded  for  treating  wisely  the  social 
pr  )blems  of  our  times. 

The  labors  of  the  Association  are  carried  on  in  four  Departments  : — 
I.  Education. 

II.  Public  Health. 

III.  Economy,  Trade,  and  Finance. 

IV.  Jurisprudence  and  the  Amendment  of  Laws. 

Each  Department  is  under  the  direction  of  professionally  qualified 
an  mbecs. 

General  Meetings,  at  which  papers,  bearing  upon  all  Departments,  will 
oe  read,  as  well  as  Special  Meetings,  relating  to  the  separate  Departments, 
ari  1 held  regularly  in  different  parts  of  the  country.  The  information 
eli  lited  at  these  meetings  is  published,  and  acted  upon,  as  far  as  practi- 
ca  )le,  by  intervention  with  Executive,  Legislative,  and  Municipal  Au- 
thi  irities.  Boards  of  Education,  Health,  and  Charity,  etc.,  etc. 

The  Science  of  Society  stands,  from  its  very  nature,  more  than  any 
otl  ler,  in  need  of  associated  labor.  Its  aim  being  the  promotion  of  human 
w(  Ifare  by  ascertaining  the  natural  laws,  whose  application  will  insure 
tbs  greatest  human  happiness,  reflecting  men  and  women  must  be  brought 
together  for  a regular  exchange  of  thought  and  information.  In  order  to 
fa<  ilitate  this  commerce  of  minds,  a Central  Bureau  has  been  opened  in 
B(  iston,  and  a salaried  officer  placed  in  charge  of  it,  who  is  giving  his 
wl  ole  time  and  attention  to  the  work  of  the  Association. 

The  experience  of  five  years  has  fully  convinced  the  members  of  the 
A:  sociation  that  it  was  not  instituted  a moment  too  soon  in  this  preemi- 
nently progressive  country,  whose  very  intense  vitality  and  rapid  develop- 
miiiit  call  for  safe  guidance  by  Right  and  Truth.  It  is  this  firm  convic- 
tic  n that  leads  us  to  ask  anew  the  cooperation  of  all  engaged  in  Law, 
M idicine.  Education,  Commerce,  and  Finance,  and  of  the  friends  of 
hi  man  progress  in  general. 

The  Annual  Subscription  is  Five  Dollars.  All  the  publications  of  the 
A:  sociation,  including  the  “ Journal  of  Social  Science,”  are  furnished  gra- 
tu  tously  to  members. 

Letters  should  be  addressed  to  the  Office  of  the  Association,  5 Pem- 
berton  Square,  Boston. 

?.  B.  SANBORN,  Secretary.  GEORGE  WILLIAM  CURTIS,  President, 
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